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Chapter 1
J

THE PROBLEM AND ITS SETTING
Student loans are available to many students entering
college through state, federal, and local government as well
as directly through colleges and universities.

The student

loans help reduce the educational costs of persons who attend a college or university.

Such costs include direct

expenses such as tuition, fees, books, and supplies and indirect expenses such as room and board, transportation, and
personal expenses.
Most loan programs sponsored by state or federal government require that the applicant show need for financial
assistance.

The state-sponsored programs also stipulate

that the funds be used within that state.

One of the main

loan programs sponsored by the state and federal government
available to students at Prairie View A&M University is the
Hinson-Hazlewood College Student Loan Program.

The Hinson

Hazlewood College Student Loan Program was enacted by the
Texas Legislature and endorsed by Texas voters in 1965.

1

The program was originally known as the Texas Opportunity
Plan and is sometimes referred to as the TOP loan.

1

state Programs, "Hinson Hazlewood College Student Loan,"
Financial Aid for Texas Students, December, 1973, p. 3.
1

2

STATEMENT OF THE PROBLEM
This study proposed to analyze factors that affect loan
payment practices of business and nonbusiness graduates at
Prairie View A&M University.

More specifically, the study

sought to determine if a greater percentage of the business
graduates would be more positive in their payment practices
than the nonbusiness graduates.
To solve problems identified in this study, the following questions were raised:
1.

What factors affect loan payment practices in

general and Prairie View A&M University graduates in particular?
a.

Will the undergraduate major of the borrower have

an affect on his/her payment practices?
b.

Will demographic factors, such as age, sex, and

geographic location have an affect on the payment practices
of the borrowers?

ASSUMPTIONS TO BE TESTED
The following assumptions were tested:
Assumption 1.

The percentage of business graduates in

Group 1 (Delinquent) will be less than the perc entage of
business graduates in Group 2 (Nondelinquent).

3

Assumption 2.

The percentage of nonbusiness graduates

in Group 1 (Delinquent) will be less than the percentage of
nonbusiness graduates in Group 2 (Nondeliquent) .
Assumption 3.

The percentages of graduates in Group 1

(Delinquent) between the ages of 20 to 25 will be less than
the percentages of graduates in Group 2 (Nondelinquent)
between the ages of 20 to 25.
Assumption 4.

The percentages of graduates in Group 1

(Delinquent) between the ages of 26 to 30 will be less than
the percentages of graduates in Group 2 (Nondelinquent)
be tween the ages of 26 to 30.
Assumption 5.

The percentage of graduates in Group 1

(Delinquent) over the ages of 30 will be less than the percentage of graduates in Group 2 (Nondelinquent) over the
age of 30.
Assumption 6.

The percentage of female graduates in

Group 1 (Delinquent) will be less than the percentage of
female graduates in Group 2 (Nondelinquent).
Assumption 7.

The percentage of male graduates in Group

1 (Delinquent) will be less than the percentage of male graduates in Group 2 (Nondelinquent).
Assumption 8.

The percentage of graduates from the urban

area in Group 1 (Delinquent) will be less than the percentage
of graduates from the urban are in Group 2 (Nondelinquent).
Assumption 9.

The perce ntage of graduates from the

rural area in Group 1 (Delinquent) will be less than the

4

percentage of graduates from the rural area in Group 2
(Nondelinquent).
DEFINITION OF TERMS
The following definitions of terms used in this study
are provided to establish a common framework:
Amount of Loan.

The maximum amount of the loan to any

qualified applicant for an academic year is $1,50 0, but sh al l
not exceed the amount that the student needs in order to meet
reasonable expenses as a student.
Borrower.

A borrower is a student who h as r e ceived a

loan from the Hinson Hazlewood Loan Progra m.
Business Graduate.

Those students who graduated from

Prairie View A&M University within the last 4 years who had
a major in business.
Defaults/Delinquent.

The failure o f a borrower to make

an installment payment when due, or to comply with other terms
of a promissory note under circumstances in which the institution finds it reasonable to conclude that a borrower does not
intend to honor his/her obligation to repay.
Grace.

A grace period is a defined period of time, im-

mediately following a borrower's ceasing to be an eligible
student, during which interest does not accrue and payments
are not required.
Hinson Hazlewood Loan.

A loan made available to Texas

residents as a last resort for those students who are not
eligible for any other type of financial aid.

5

Loan.

A type of financial aid that has to be repaid,

usually in installments over a reasonably long period of
time.
Nonbusiness Graduate .

Those students who graduated from

Prairie View A&M University within the last 4 years who had
majors in academic areas other than business.
Rural .

Pertaining to the country, as distinguished from

a city; pertaining to country life and country people.
Urban.

A suburb belonging to or included in a city;

characteristic of cities.
ABBREVIATIONS

The following abbreviations are used in this study:
HEW.

The Department of Health, Education and Welfare.

HHSL.
TOP.

Hinson Hazlewood Student Loan.
Texas Opportunity Plan.

USOE.

United States Office of Education.
DELIMITATIONS

The study was concerned with the loan payment practices
of graduates who received loans through the Financial Aid
Center of Prairie View A&M University.

The study was further

limited to the following :
1.

A sample of the 1974-1977 business and nonbusiness

graduates.

6

2.

Graduates who had participated in the Hinson Hazle-

wood Loan Program.
3.

Percentage comparisons by major, sex, age, and

geographical location.
4.

The statistical selection procedure used (systematic

sampling) is also a limitation.
The extent of the accuracy of the records in the
Financial Aid Center at Prairie View A&M University is also
an apparent limitation.
THE IMPORTANCE OF THE STUDY
The increasing number of student defaulters is growing
progressively worse, thus creating a hardship on future students desiring to further their education through the use of
student loans.

Unless some steps are taken to decrease or

eliminate the present growing default rate, schoo ls and uni versities are going to feel the crunch of a decrease in
enrollment.
The Department of Health, Education and Welfare is
currently taking steps to eliminate the deficit by decreasing the amount of aid a student can receive through the loan
programs.

Records in the Admissions Office would indicate

that the majority of students at Prairie View A&M University
are from low-income families; therefore, it will become difficult for the current enrollment to be maintained.

The

7

college of Business as well as other academic areas will
probably be affected.
The data generated by this study can help determine
whether the College of Business and/or the University as a
whole should consider adding a course on personal business
responsibilities.

Such a course could bring to the atten-

tion of all students not only the need to earn money, but
the necessity of building a good credit record.
School counselors and business educators should be aware
of the fact o rs that affect loan payment of students who receive loans .

It is generally believed that students should

be discouraged from borrowing extensively in the early part
of their educational careers so that upon graduation they
will not be so heavily indebted to the state of Texas or the
U.S . Government.

This information could be passed on to the

students during the advisement process.
SUMMARY AND ORGANIZ ATI ON OF THE STUDY
Chapter 1 has identified the problem and has attempted
to set the framework under which this study was investigated.
The fundamental purpose of the Hinson Hazlewood Loan
Program is to make it possible for students who normally
would be deprived of a college education because of inadequate funds t o attend college.

The rising defaults on the

Hinson Hazlewood Loan Program and their increasing costs are
due in part to the fact that proportionately more students

8

are reneging on their debts.

According to literature, there

were many factors affecting loan payment delinquency by
former graduates who attended Prairie View A&M University.
Chapter 2 is a discussion of the literature and research
studies related to factors that affect loan payments of bus i ness and nonbusiness graduates.
The methods and procedures used to gather necessary data
and the percentage comparisons used to interpret the data are
reported in Chapter 3.
The following section, Chapter 4, reports the findings
of the percentage comparisons of the data.
Culminating the report, Chapter 5, is a summary of the
study and a discussion of the findings reported in Chapter
4.

Included in Chapter 5 are recommendations of the inves-

tigator made as a result of the study.
Following Chapter 5 is a selected bibliography which
includes a listing of books, periodicals, and rese arch studies used to investigate the problem.

The appendixes include

all materials used in this investigation.
Included in this chapter was a statement of the problem,
the assumptions, the delimitations, the definition of terms,
the abbreviations , the importance of the study and a summary
of this chapter .

Chapter 2
A REVIEW OF RELATED LITERATURE
Student financial aid as it functions today is a new
field and has yet to develop an abundance of research literature.

While the volume of philosophical and descriptive

publications has recently increased sharply , along with the
rapid expansion of aid programs, there appears to be a min2
imum of well designed research efforts in the field.
Most
of the research p rojects have either been concerned with
highly talented students who received scholars hips or have
studied the relationship between student employment and
classroom achievement .

Little is known about the financial

aid recipient and the influence that aid has on their college careers.

Few studies have attempted to examine the

effects of specific types of financial aid such as grants,
loans, work and student defaults on loan payments. 3
College students today are signing up for loans at a
rate of over $1 billion annually, which places the student

2

John • D. Owen, "Toward a More Consistent, Socially
Relevant College Scholarship Policy," Office of Education
(DREW), Washington, D.C., Bureau of Research, (January
1970), p. 8lff.
3

Ernest Rudd, "Who Pays for Undergraduate Study?"
University Quarterly, XXV (Winter 1970), pp. 49-58.
9

10

loan programs among the largest businesses in the country.
Unfortunately, the number of students who fail to pay their
loans is increasing so fast that some pessimists fear the
entire program is in danger of collapse.

4

As recent as the end of 1965, for instance, the default
rate on loans was less than 2.5% of which more than half
would ultimately be collected through collection agencies.
While we recognize that delinquency rates might inch up as
more loans enter the payout stage, it is felt that this
record clearly demonstrates the credit-worthiness of the
average college student.

5

It is not doubtful that most college stude nts are deserving of the credit they need to continue the ir schooling, but
the ability of this deserving majority to contract student
loans is threatened by the irresponsibility of a growing
number of borrowers who are not paying their loans--and in
many cases apparently have no intention of doing so. 6
Hinson Hazlewood College Student Loan
The Commissioner, chief executive officer of the Coordinating Board, Texas College and University System, may

4

Karen J. Winkler, "Oredicting Loan Defaults," The
Chronicle of Higher Education, December 2, 1974, p. ~col. 1.

11
authorize, or cause to be authorized, loans from the Texas
Opportunity Plan Fund to quali fied students at any participating institution provided that:
The applicant (1) is a resident of Texas; (2) has
been accepted for enrollment at a participating institution for at least one-half the normal ac a demic course
load of the institution; (3) has established that he
has insufficient resources to finance his college
education; (4) has been recommended by two reputable
persons in his home community; (5) has completed an
application for a loan on the form prescribed by the
Commissioner; (6) has been recommended for a loan by
the Texas Opportunity Plan Loan Officer; and (7) has
complied with such othe r provisions of these Rules and
Regulations as are required for such students.?
A student may borrow no more than the difference between
actual financial resources and reasonable college expenses.
The maximum loan for a nine-month academic year is $1,500.
Loans of up to $500 are available for summe r school.

The

maximum amount which may be borrowed under th is program may
not exceed $7,500.
Payment of the loan begins nine months after the student
ceases to be enrolled for at least one-half a normal course
load.

Payments must be made monthly.

The loan payment period

may not exceed ten years from the date a student last enrolled
in a participating institution.
Characteristics of Loan Defaulters
The growing defaults on loans are not due only to the
expansion of the loan programs , but are also caused by student

7

Hinson Hazlewood College Student Loan Manual (Austin:
Coordinating Board , Texas College and Unive rs ity System,
February 1, 1975), pp. 12-13.

12
dissatisfaction with the education they are financing, the
lack of enforced penalties for students who default and for
educational institutions where a high rate of delinquency is
common, poor collection techniques and follow through by the
government, and the recruiting efforts of educational institutions which promise student loans without warning them of
their obligations.
According to an exhaustive study by the U. S. Office of
Education, the type of institution students attend may be the
most important indication of whether or not students will
become delinquent on educational loans.

8

While discus s ing income, Morrisey of the Office of
Education stated that:
The lower a student's income, the greater the
chances are that he will become delinquent in p aying
the loan and that the highest percentage of claims
on defaulted loans is found in the lowest adjusted
family income group, $3,000 and below.9
According to Magarrell, the majority of students who
default on loans "are not motivated to rip off the government
or the lender;" they are simply students who did not get jobs
as quickly as they expected or did not get jobs that paid as
much as they expected, their expenses were higher than expected,

8

winkler, op. cit., p. 4.

9D an Morrisey,
.
II
••
Tuition
and Student Loans in the Finance
of Higher Education," U. S. Department of Health, Education,
and ~elfare, Office of Education, Bureau of Hi gher Education,
Washington:
Government Printing Office, 1965.

13
they had failed to get their loans spread over a long enough
period and, therefore, had to cope with monthly payment
schedules that are too heavy.

10

The default rate has risen consistently since they were
first publicized in fiscal year 1972, but the reported jump
between the fiscal year 1973 and fiscal year 1974 rates is
an exaggeration of the ''real" change during this time period.
Changes over time in the characteristics of borrowers
entering repayment play an important role in explaining increases in the default rate.

Default prone characteristics

include low family income (or perhaps independent status),
and attendance in programs of less than four years.

As the

composition of the repayment population changes, the default
rate can rise or fall even if the tendency to default of
homogeneous groups of borrowers were to remain unchanged.
At the present time, it is difficult to know how much of the
rise in the default rate results from changes in the composition borrower groups.
Identification of trouble spots and improved statistical
analysis are two actions that would help in developing steps
to reduce the default rate.
The financial aid community, including institut ~onal
financial aid officers, state and federal adm inistrators,

10

Jack Magarrell, "Student Loan Defaulters,'' The Chronicle
of Higher Education, (January 27, 1977), p. 5, col. 1-2.
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students, legislators and now the tax-paying public has
expressed its anxiety over the high default rates in the
student loan programs.

The frequency with which students

default on their loans is unquestionably too high in many
cases.

As the generic concerns over gove rnmental efficiency

increases, this anxiety will grow unless the default rates
are substantially reduced.
In this regard, the Bureau of Student Financial Assistance of the Office of Education has launched a series of
actions to "ensure that institutions will better manage the
Hinson Hazlewood Loan Program. 1111

These activities include

offering a series of "due diligence" workshops, improving
student information efforts soliciting Treasure/IRS support
in providing current addresses of defaulted borrowers, conducting on-site program reviews at "selected institutions
where the student default rate is a major problem and taking
appropriate action to limit, suspend, or terminate participation of institutions that continue to fail to practice due
diligence in collections.

Additionally, an institutional

Hinson Hazlewood default rate greater than 31% will be one
of many factors weighed in identifying institutions which
will receive high priority for program reviews.
The underlying assumption of all these activities is
that there exists a causal relationship between institutional

11

u.

S. Department of Health, Education, and Welfare,
Bureau of Student Financial Assistance Bulletin, March 1978.
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diligence and default rates; that an institution with a 32%
default rate is administering its loan program less effectively than a school with a 17% default rate.
of such a relationship is unquestionable.

The existence

The question to

be addressed is whether external factors, in this case demographic make-up of student populations, have an equal or
greater impact upon default rates than do internal, administrative factors.
One response to the concern over default rates has been
the discussion and application of discriminant analysis techniques as a means of reducing the risk inherent in student
loan programs.

Discriminant analysis was applied to loan

programs as a statistical technique for weighing specific
characteristics such as age, assets, sex, and major on
applications and then categorizing them as either a "good"
or "bad" credit risk.

The value of the weight of each sig-

nificant characteristic was determined through a multiple
regression analysis of possible variables related with past
defaulters.
Edward A. Dyl and Anthony McGann, and L.B. Pattillo
12
and H. V. Wiant
developed a list of factors used to
analyze potential student loan defaulters at several institutions.

12

Included among these factors are:

(1) academic

L. B. Pattillo, Jr., and H. V. Wiant, Jr., "Which
Students Do Not Repay College Loans ? " Journal of Student
Financial Aid, Vol. 2, No. 3, May 1973:
32.
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areas (majors),
(5) year,

(2) Age,

(3) geographic location.

(6) does not have telephone,

and (8) low grade-point average.

(4) sex,

(7) owns an old car,

Using age as a factor,

Spe ncer described the worst possible risk as a male student,
age 26-30.

In the above items numbe red 6, 7, and 8 consti -

tute factors associated with potential student loan de f aulters, then it follows that schools with high percentages of
students possessing these characteristics will have a
potentially higher default rate than other institutions.

13

A comparatice study was made between a medium si zed
public university in an urban area, and a smaller public
community college located in a rural area.
The university had freshman aid applicants of 28 %; the
community college 63%.

While 67% of the financial aid ap-

plicants live off campus at the senior institution, 100% live
in apartments or with parents while attending college.

Of

those students, 40% attending the university and 14% from the
community school had parental or personal incomes exceeding
$12,000.

Similarly, 83% of the heads of household from the

university owned homes; 66% of the community college heads
of household were homeowners.

13

Lee E. Spancer, "Risk Measurement for Short Term Loans,"
Journal of Student Financial Aid, Vol. 4, No. 3, (November
1974).

17
Data from the community college revealed that only 1 9%
of its students were current in their loan payments.

Although

data was not readily available from the univers ity , it was
assumed that a higher percentage o f its students were current
on their loan payments.

It would seem a reasonab le assump-

ti on that urban university students had on the average performed better than did the students of the rural community
college.
The most effective way to reduce defaults is to identify
trouble spots in the program, then decide on a strategy that
would effectively deal with these problem areas.
For example, USOE estimates that studen ts attending 100
or s o institutions account for more than half of all defaults.
Moreover, over all the ins tituti ons categorized by USOE as
being high default risks are located in California and Texas .
Concentrating efforts at institut ions along with troublesome
states and lenders would certainly lead to signif i cant reductions in the default rate.

14

Cons umer Economics
The basic instruction of economic concepts and gene r alizations should come directly from the economist and the
business education teacher.

For example, most General Busi-

ness and Free Enterprise texts mention and often define,

14" Towar d A More Consistent,
.
Socially Relevant College
Scholarship Policy," U. S. Office of Education (DHEW}
Washington, D. C., Bureau of Research, (January 1970}: p. 8lff.

18
"credit and buying." 15

However, a definition of the term is

only one step in understanding and using it.

Helping to give

a deeper understanding of the concept is an area where bus i ness educators and teachers can make a contribution.

A

course in consumer economics could greatly enhance t he student's understanding of economic generalization such as the
laws of supply and demand; the contribution of labor or human
resources to economic growth as well as the value of a good
credit record.

Business teachers can contribute to the

busines s curriculum by enhancing student understanding of the
important 'hon-normative' concepts and generalizations that
constitute the struc t ure of the free enterprise system.
According to Rathbone, "secondary school educators in
many parts of the United States are attempting to make college
more humane and more individualized."

16

The open education

movement, although centered in the elementary school at present, is making an impact at the college level.

The impact

seems to be mainly in labor and human resources to economic
growth, individualized instruction, integration of content,
creativity and self direction.
It is necessary to begin to construct a sound, systematic
relationship between education and work--a system which will

15

Gladys Bahr and F . Kendricks Bangs, Foundations of
Education for Business, National Business Education Yearbook,
No. 13, pp. 348-349.
16
charles Rathbone, Open Education (New York:
Press, 1971).

Citation
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make it standard practice to teach every student about
occupations and the economic enterprise, a system that will
markedly increase business responsibilities open to e ach
individual and enable teachers to do a better job than has
been done of meeting the manpowe r needs and obligations of
the country.
Rhodes' argument reduces to the familiar that tod ay 's
students grow restless, bored, and apathetic because they
quite properly cannot see any relevance to their lesson.
In a properly ordered system, students should be encouraged,
even compelled, to begin acquiring knowledge and concern at
a relative point in their education.

Youth must be prepared

to carry forward the technological and political society in
which we live.

"The forward movement of our society is not

as dependent on our arts as it is on the investment of our
students in that society through our work. 1117
Stanton M. Teal and Gerald M. Reagan states that after
considerable discussion and disagreement about rather speci fic
goals, a school faculty might discover that they all agree
that one of their goals should be the development of good
democratic ci tizens.

But what does this mean?

Well , the

phrase "a good democratic citizen" clearly carries a highly

17

James A Rhodes, Alternative to a Decadent Society
(Indianapolis:
Howard W. Sams and Company, 1969), p. 10.

20
.
.
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positive eva 1 uat1ve meaning.

To be in favor of good demo-

cratic citizens is like being for good government and respo n sible economic policy.
Matherly indicates that Business is a species of vocational education.
The educational system of the nation functions as
a spir~l--a spiral that whirls upward.
As it whirls
upward, it throws off students at certain levels.
At
the end of the elementary school, the high school, and
the junior college, large numbers are thrown off. At
the end of the senior college, the professional school
and the graduate school, the remainder are thrown off.
As these students are thrown off, they must possess
vocational as well as general education. They must be
prepared to earn a living as well as to live a life,
to make money as well as to spend money, to produce
wealth as well as to consume wealth.19
Business educators are concerned with helping students to
achieve these ends.
Business education is of three types:

"First, g e neral

business education; second, technical business education; and
third, professional business education. 1120
General Business Education:

General business education

is as broad as the whole Field of economic effort.

To secure

a complete education everyone must be familiar with that core

18

stanton M. Teal and Gerald M. Reagan, "The Notion of
Developmen~ and Moral Education," Interdisciplinary Approaches
(Toronto: University of Toronto Press, 1971).
19

Walter J. Matherly, Dean of the College of Business
Administration, University of Florida, Business Education in
the Changing South, 1974.
2 0.Ibid.

21
of economic and business knowledge which is required in all
phases of human endeavor.

General business is economic

education--education "for those phases of business which concern every member of organized society."
Technical Business Education:

The purpose of technical

business education is to train students directly for specific
business occupations, to increase their earning capacity, to
provide them with skills which have immediate cash value.
Professional Business Education:

While technical busi-

ness education seeks to prepare students for the lower occupational levels of business, professional business education
seeks to prepare them for the higher levels.
Society is directly concerned with business education,
technical as well as general and professional.
business units mean well-being.
mean social ill-being .

Efficient

Inefficient business units

The best businesses are the busi-

nesses that serve society best.

The progress of the social

order is more or less in direct ratio to the progress of
business enterprise.
The conception of business education involves not only
acquirement of skills essential to the operation of business
enterprises but also understanding of the social functions
which these enterprises perform.
obliged to be a producer.
ing is a parasite. 112i

21

Ibid.

Every individual is

"He who consumes without produc-

Chapter 3
METHODS AND PROCEDURES
Since the beginning of the Hinson Hazlewood Loan Program
at Prairie View A&M University there has been approximately
6,628 borrowers.

Of the 6,628 borrowers there are approxi-

mately 2,757 delinquents who have failed or refused to make
monthly payments to the State of Texas after they ceased
being full-time students.

Because the increasing number of

student defaulters is growing worse, future students desiring
to further their education through the use of student loans
may find it difficult to receive adequate financial aid.
As records in the Admissions Office indicate the majority of the current students at Prairie View A&M University to
be from low income families, it might become difficult for
the current enrollment to be maintained.
The necessary data to make the comparison could be
secured from the records contained in the Financial Aid
Center at Prairie View A&M University.
Permission was received from Mr. A. D. James, Jr.,
Director of Student Financial Aid, on January 10, 1979 to
use the necessary records in the Financial Aid Center.
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POPULATION AND SAMPLE
Population
The Hinson Hazlewood Loan was chosen for this study
because it is limited to Texas residents only and the majority of Prairie View A&M University's students are Texas
residents.

The population for this study were students

who graduated from Prairie View A&M University during the
years of 1974 and 1977 and had participated in the Hinson
Hazlewood Loan Program.
The Prairie View A&M University Computer Center provided
a roster containing names, age and sex of all students who
had graduated from Prairie view A&M University from 1974 to
1977.

The Roster provided by the Computer Center contained

4,231 graduates as follows:
Business and Nonbusiness
Graduates by Year

Number

1974
1975
1976
1977

1,038
1,002
1,135
1,056

TOTAL

4,231

From this roster and records in the Financial Aid Center,
the students who had borrowed from the Hinson Hazlewood program were determined.

Therefore, the population for this

study utilized graduates who had borrowed from the Hinson
Hazlewood Loan Program.
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Sample
According to Spurr and Bonini, a systematic sample is
one in which every kth item (e.g., every 10th item) is selected in a list representing a population or a stratum (a
relatively uniform segment) of the population.
t i s called the sampling interval.

The number

The first number is

chosen at random from the first k items.

Systematic selec-

tion ensures that the items sampled will be spaced evenly
.
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t h roug h out t h e popu 1 ation.
The formula provided by Spurr and Bonini was used as a
basis for determining the minimum size of the systematic
samples needed to generalize to the total population.
sample size of 254 was selected for this study.

A

The 25 4

names were systematically selected by choosing every 20th
name.
INSTRUMENTATION
The general application for financi al assistance used
by the Financial Aid Center at Prairie View A&M University
was selecte d and deemed suitable to generate the data needed
for this study.

This instrument provided information on

major, age , sex, and address of the recipient.

(See Appen-

dix A) .
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william A. Spurr and Charles P. Bonini, Statistical
Analysis for Business Decisions, Professors of Business
Statistics and Management Science, Stanford University.
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To verify the ac c uracy of the information, ledgers from
the Collections Department of the Financial Aid Center at
Prairie View A&M University were used .

These ledgers con-

tained data on the current status of the recipient.
An exhaustive search of the literature revealed the
following factors that affect loan payment practices:
age, sex, geographic location and length of loan.

major,

As the

basic information secured on the Hinson Hazlewood loan application overlapped these factors, they were used to compare
and analyze the Delinquent and Nondelinquent graduates of
Prairie View A&M University.
COLLECTION AND TREATMENT OF THE DATA
Collection of Data
Data were collected during the Spring of 1979.

On

January 10 , 1979 , 254 names were systematically selected from
4,231 names in the Computer Center at Prairie View A&M University.

The writer requested and received permission from

Mrs. Mary Moore , Director of the Computer Center at Prairie
View A&M University to use the center from 5 p.m . to 7 p.m.
on Mondays through Friday to secure the names.

The roster

used in the Computer Center contained information such as
major, age, and sex.
The writer then sought permission to use ledgers in the
Collection Department of the Financial Aid Center after 5 p.m .
to determine those recipients participating in the Hinson
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Hazlewood loan progr2m.

The records in the Financial Aid

center also included information on the recipients such as
major, age, sex, and geographic location.

These data were

cross checked with that available in the Computer Center
for verification of accuracy.
Prairie View A&M University has ledgers for each of its
loan programs.

Data were taken from the ledgers containing

the Hinson Hazlewood loan recipients.
Treatment of Data
The data were separated into two groups for ease in
comparison.

Group 1 represented graduates whose accounts

were delinquent and Group 2 represented graduates whose accounts were not delinquent.
Percentage comparisons were used to test the assumptions.
A percentage difference of± 5 was required to consider the
difference significant.

The following assumptions were

tested:
Assumption 1.

The percentage of business graduates in

Group 1 (Delinquent) will be less than the percentage of
business graduates in Group 2
Assumption 2.

(Nondelinquent).

The percentage of nonbusiness graduates

in Group 1 - (Delinquent) will be less than the percenta ge of
nonbusiness graduates in Group 2
Assumption 3.

(Nondelinquent).

The percentage of graduates in Group 1

(Delinquent) between the ages of 20 to 25 will be less than
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the percentage of nonbusiness gradautes in Group 2 (Nondelinquent.
Assumption 4 .

The percentages of graduates in Group 1

(Delinquent) between the ages of 26 to 30 will be less than
the percentage of graduates in Group 2 (Nondelinquent)
between the ages of 26 to 30.
Assumption 5 .

The percentage of graduates in Group 1

(Delinquent) over the age of 30 will be less than the percentage of graduates in Group 2 (Nondelinquent) over the age
of 30.
Assumption 6 .

The percentage of female graduates in

Group 1 (Delinquent) will be less than the percentage of
female graduates in Group 2 (Nondelinquent).
Assumption 7.

The percentage of male graduates in

Group 1 (Delinquent) will be less than the percentage of
male graduates in Group 2 (Nondelinquent).
Assumption 8 .

The percentage of graduates from the

urban area in Group 1 (Delinquent) will be less than the
percentage of graduates from the urban area in Group 2
(Nondelinquent).
Assumption 9.

The percentage of graduates from the

rural area in Group 1 (Delinquent) will be less than the
percentage of graduates from the rural area in Group 2
(Nondelinquent).
The results of the percentage comparisons are presented
in Chapter 4 .

Chapter 4
ANALYSIS OF THE DATA AND FINDINGS
To determine what factors affect the loan payment
practices of loan borrowers, a comparison of graduates who
were delinquent and those who were nondel inquent was made.
Comparisons by major, age, sex, and geographic loact ion were
made.
ANALYSIS OF THE DATA
The assumptions will not be supported if a percentage
difference of± 5 points is attained.
Assumption 1.

The percentage of business graduates in

Group 1 (Delinquent) will be less than the percentage of
business gradautes in Group 2 (Nondelinquent).
If the business curriculum includes information that
would encourage its majors to be responsive in their payment
practices, one would expect a higher percentage of business
graduates to be nondelinquent in their accounts.

However,

Table 1, page 29, indicates that 4 2% or 106 of the business
graduates were delinquent compared to only 10% or 25 o f the
graduates who were nondelinquent.

Since the percentage dif-

ference obtained exceeds the required ± 5 points, the assumption that the percentage of business graduates who are
28
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delinquent will be less than those who were nondelinquent
is not supported.
Table 1
A Comparison of Payment Practices by Major, Number
and Percentages for the 229 Recipients in
Group 1 (Delinquent) and the 25
Recipients in Gr oup 2
(Nondelinquent)
N

Group 1
Delinquent

Maior

Number Percent

=

254

Group 2
Nondelinquent
Number Percent

Total
Number

Percent

Business

106

42

25

10

131

52

Nonbusiness

123

48

0

0

123

48

TOTAL

229

90

25

10

254

100

Assumption 2.

The percentage of nonbusiness graduates

in Group 1 (Delinquent) will be less than the percentage of
nonbusiness graduates in Group 2 (Nondelinquent).
There was a total of 123 nonbusiness graduates in the
sample.

This represented a total of 48 percent.

these graduates were delinquent in their accounts.

All 123 of
More of

the business graduates were current in their accounts.
Therefore, the assumption that the percentage of nonbusiness
graduates ~ho were delinquent would be less than those who
were nondelinquent is not supported.
Although the assumptions pertaining to major were not
supported, the fact that all of the graduates who were
nondelinquent in their accounts were business majors (Table
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1) was of interest to this investigator and is therefore
noted.
Assumption 3.

The percentages in Group 1 (Delinquent)

between the ages of 20 to 25 will be less than the percentages o f graduates in Group 2 (Nondelinquent) between the
ages of 20 to 25 .
A total of 67 graduates were in the age category between
20 and 25 years old.
total sample.

This represented 26.2 percent of the

Table 2 shows that 25 percent of this group

were delinquent in their accounts compared to only 1.2 percent who were nondelinquent.
23.8 %).

(A percentage difference of

Therefore, the assumption that the percentage of

graduates between the age of 20 and 25 in Group 1 (Delinque nt) would be less than the percentage in Group 2 (Nondelinquent) is not supported .
Table 2
A Comparison of Payment Practices by Age, Number
and Percentage for the 229 Loan Recipients in
Group 1 (Delinquent) and the 25 Recipients
in Group 2 (Nondelinquent)
N Age

Group 1
Delinquent
Number

254
Group 2
Nondelinquent

Percent Number Percent

Total
Number

Pe r cent

20 - 25

64

25

3

1.2

67

26.2

26 - 30

71

28

7

2.8

78

30.8

30 +

94

37

15

6.0

109

43.0

229

90

25

10.0

254

TOTAL

100
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Assumption 4.

The percentages of graduate s in Group 1

(Delinquent) between the ages of 26 to 30 will be less than
the percentages of graduates in Group 2 (Nondelinquent)
between the ages of 26 to 30.
Examination of Table 2, page 30 reveals a total of 78
recipients in the age category between 26 to 30.

Out of the

30.8 percent of the total recipients only 2.8 percent were
in Group 2 (Nondelinquent).
(Delinquent).

Compared to 28% in Group 1

This difference of 25.2% is higher than the

required value to reject assumption 4 that the percentages
of graduates between 26 and 30 in Group 1 (Delinquent) would
be less than the percentage of graduates between 26 and 30
in Group 2 (Nondelinquent).

Therefore, assumption 4 is not

supported.
Assumption 5.

The percentage of graduates in Group 1

(Delinquent} over the age of 30 will be less than the per centage of graduates in Group 2

(Nondelinquent) over the age

of 30.
Although a total of 109 of the recip i ents were over 30,
this represented only 43% of the total graduates who were
either delinquent or nondelinquent.

More of these graduates

were in the delinquent category as can be seen in Table 2,
page 30.

Therefore, assumption 5 is not supported.

Assumption 6.

The percentage of female graduates in

Group 1 (Delinquent) will be less than the percentage of
female graduates in Group 2

(Nondelinquent}.
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If defaults are correlated with the type of employment
available and to the earning power of the recipient, women
would be expected to have a higher percentage of graduates
in the delinquent category than the nondelinquent category.
Data shown in Table 3 supports that assumption in that 35 %
of the female graduates were delinquent compared to only 10 %
who were nondelinquent.
the total sample.

Female graduates represented 45% of

The percentage difference of 35 exceeds

the required value to reject the assumption that the percentage of female graduates in Group 1 (Delinquent) would be
less than those in Group 2 (Nondelinquent).

Therefore,

assumption 6 is not supported.
Table 3
A Comparis
of Payment Practices by Sex, Number
and Percentage for the 229 Loan Recipients in
Group 1 (Delinquent) and the 25 Recipients
in Group 2 (Nondelinquent)
N

Sex

Group 1
Delinquent

=

254

Group 2
Nondelinquent

Number Percent Number
Male
Female
TOTAL

Percent

Total
Number

Percent

140

55

0

0

140

55

89

35

25

10

114

45

229

90

25

10

254

100

33
Assumption 7.

The percentage of male graduates in

Group 1 (Delinquent) will be less than the percentage of
male graduates in Group 2 (Nondelinquent).
Table 3 on the preceding page shows that in Group 1
(Delinquent) there were 140 or 25% male delinquents as compared to Group 2 (Nondelinquent) which shows that there were
no male students nondelinquent.

Therefore, the assumption

that fewer male graduates would be delinquent is not supported.
This investigator makes note that all the recipients in
the nondelinquent category were female.
To answer the question whether or not geographic location would have an affect on loan practices at Prairie View
A&M University, two assumptions were made which dealt with
graduates in urban and rural locations.
Assumption 8.

The percentage of graduates from the

urban area in Group 1 (Delinquent) will be less than the
percen tage of grad uates from the urban area in Group 2 (Nondelinquent).
The students' failure to calculate all of the costs of
apartment living and the more amorphous "li fe style" of the
urban dwel lers may be unfavorably related to loan payments.
Thus, this factor may simply reflect an unexpected (or calculated) demand on the recipients resources.
Examination of Table 4 reveals a total of 154 urban
recipients in Group 1 (Delinquent) that were delinquent
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while there were no recipients in Group 2 (Nondelinquent) .
Therefore , assumption 8 is not supported .
Assumption 9.

The percentage of graduates from the

rural area in Group 1 (Delinquent) will be less than the
percentage of graduates from the rural area in Group 2 (Nondelinquent) .
Although a total of 25 recipients in Group 2 were nondelinquent, there were 75 recipients in Group 1 that were
delinquent.

Assumption 9 is not supported.
Table 4

A Comparison of Payment Practices by Geographic
Location, Number and Percentage for the
229 Delinquent Loan Recipients in
Group 1 and the 25 Nondelinquent
Recipients in Group 2
N

Students

Group 1
Delinquent

=

254

Group 2
Nondelinquent

Number Percent Number

Percent

Total
Number

Percent

Urban

154

61

0

0

154

61

Rural

75

29

25

10

100

39

229

90

25

10

254

100

TOTALS

FINDINGS
1.

More business graduates were nondelinquent than nonbusiness.

2.

More graduates over the age of 30 were nondelinquent
than those in any other age bracket.
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3.

All recip ie nt s in the nondelinque nt category were female.

4.

More graduates in the rural area were in the nondelinquent category than were the graduates in the urban
area.

5.

None of the assumptions were supported in that more
recipients were delinquent than nondelinquent regardless of variable.

Chapter 5
SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS
A summary of this study, conducted to determine the
factors that affect the loan payment practices o f busines s
and nonbusiness graduates, is included in this chapter.
The conclusions and recommendations of this write r are also
presented.
Summary
The purpose of this study was to analyze factors that
affect loan payment practices of students who had borrowed
from the Hinson Hazlewood loan program at Prairie View A&M
University.

Comparisons were made using the f ollowing factors:

(1) major classifications, sex, age, and geographic location.
A review of the literature most closely related to the
problem revealed a number of factors contributing to the
delinquency of borrowers .

Among those were the academic

major, age of the borrowers who default, dissatisfaction wi th
the education they were financing, s e x, geographic loca tio n
of the borrowers, year the loans were di s bursed, and not
being a ble to get jobs as quickly as expected.
The writer used the general application for financial
assistance that is used in the Financial Aid Center at Prairie
36
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View A&M University.

Ledgers from the Collections Department

at Prairie View were used to get data needed for the investigation.

The general application contained information con-

cerning the demographic make up of the graduates as follows:
Name, Date of Birth, Social Security Number, Permanent
Address, Telephone Number, Sex, Marital Status and Major.
The 254 names in the investigation were selected from a
population of 4,231 graduates who had participated in the
Hinson Hazlewood Loan Program.

These names were secured from

a list of Prairie View graduates provided by the Computer
Center.

Records in the Financial Aid Center and the Computer

Center were cross checked to determine the accuracy of the
demographic data.
Nine assumptions were designed to determine whether a
difference existed between those graduates in the delinquent
category and those graduates in the nondelinquent category
using the following independent variables:

Major, age, sex,

and geographic location.
Data were collected during the Spring, 1979.

As a re-

sult of the analysis of these data, the findings presented
in this study were:
1.

More business graduates were nondelinquent than

nonbusiness.
2.

More graduates over the age of 30 were nondelin-

quent than those in any other age bracket.
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3.

All recipients in the nondelinquent category were

female.
4.

More graduates in the rural area were in the non-

delinquent category than were the graduates in the urban
area.

s.

None of the assumptions were supported in that more

recipients were delinquent than nondelinquent regardless of
variable.
Concl u sions
Numerous independent variables affecting delinquent
student loans suggests that the demographic characteristics
of an institution's student population will have a substantial correlation to this delinquency.
When academic majors were considered, only the busine ss
graduates had loan recipients in the nondelinquent category.
Therefore, it can be concluded that business graduates reflected a better record of loan payments than nonbusiness
graduates.

The significance could be partially due to the

availability of positions for business majors.
In addition, a course in consumer economics could
greatly enhance the students' understanding in credit and
buying.

Helping to give students a deep unde r standing of

the concept in this area is where teachers and business
educators can make a contribution.

Teache rs can contr ibute

to the business curriculum by making students aware of the
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important concepts that constitute the structure of the
free enterprise system of which they are a vital part.
The loan recipient's age seemed to be a useful discriminator of payment behavior.

In the group studied, recipients

from ages 20 to 25 and ages 26 to 30 had a higher percentage
in the delinquent category than the recipients 30 and above.
Presumably, its significance could at least be partially due
to the number of years the recipient had received the loan.
Certain conditions such as maturity , and the job market do
change over time.

Therefore, the older the borrower, the

more likely he/she would have had ample time to be established.

Perhaps the leaders could consider extending the

grace period to allow the borrowers more time to become
established.

This could conceivably decrease the number of

delinquent accounts .
The literature suggested that delinquencies are more
probable for women than men.

Although there is no conclu-

sive evidence to prove or disprove theories regarding the
superiority of intelligence of one or the other sex, men
were thought more likely to become permanently employed
sooner than women; therefore, would be in a better position
to repay.

Delinquencies are highly correlated with the

type of employment available.

Because men earned more, they

were expected to have a higher percentage of graduates who
were nondelinquent.

However, the data showed a higher

percentage of female graduates in the nondelinquent category.
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This differenc e could be attributed to the more recent trend
of women now being able to secure more responsible higher
paying positions.
The highest delinquency rate was thought to be among the
recipients who choose employment in the urban area.
factors were negatively associated with payments:

Three
the total

amount of the loan, residence in an apartment, and the immediate purchase of an automobile .

The student's failure to

calculate all of the costs of apartment living and the more
amorphous life style of the urban dweller may be unfavorably
related to loan payme nts.
The graduate who is more likely to repay the Hinson
Hazlewood loan as suggested by these data might b e described
as follows:

"She is a business major, over the age of 30,

who is from a rural area."
Lendable funds are not inexhaustible.

They must be

repaid after they have served their first generation if
succeeding generations are to reuse them.

And they are

counter-p rodu ctive if their end effect is to damage rather
than improve the borrower, the lender, and society as a
whole--which is the exact result of a defaulted loan.
The Hinson Hazlewood loan program is one of the most
innovative and practical social developments of our time.
The time to keep it on the right track is now, this academi c
year.

NEXT YEAR MAY BE TOO LATE.
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Recommendations
1.

Short of revising the Hinson Hazlewood loan program ,

the best possible solution might be during the advisement
period, students should b e steered in the direction of the
"free-aid" prog rams such as scholarships, grants, and work
study and use the loan program as a last resor t ;
2.

The reality of the obligation he/she undertakes

should be i mpressed upon the borrower.

Remind him/her of

that obligation, at least during the semester advisement
period before the time for payment.

Develop and make use of

more effective controls at every stage of the borrowingstudying-repayrnent process;
3.

Rules and regulations currently being used by

the institution , the state, and the federal government for
loan approval be changed.

This can be done by expanding

capital availability; increasing the manageability of loan
payments, and in holding down the cost of subsidizing loan
programs.

Efforts to increase the manageability of student

debts by extending the period of p ayment and gearing payments
to income levels, under present federal laws and regulations,
could raise the amount of the interest subsidy and thereby
reduce the -cost effect i veness to the federal treasury .

Even

though extending payment provisions would require keeping
track of borrowers for a longer period of time (with
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comparable increase in costs), this would likely result in
decreasing overall defaults.
4.

The Financial Aid Center provide for faculty members

seminars to acquaint them with the various free-aid available
so that staff members may serve as viable liaison persons for
the Financial Aid Office.
5.

Replication of this s tudy be done to include student

personality, salary and student perceptions.
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PRAilUE VIEW A&M lJNIVERSTI"Y
. Prairie ViC'\v, Tc:.t.aJ
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APPLICATION FOR FINANCIAL ASSISTANCE
GE,. :ERAL Tl .FORMATION
The y1im,1r1 purpc~ of student financial .id :it Prairie View A.&M Uni...-er~ity is to provid~ au-ist"l'lCC to .students who without
:uch :1iJ, wa11!d Lie i.:na!.>lc t0 attend college. Fio2ncial as.s.ist::a.t1ee comisu of scholarships, loans, :1I1d part time employment, wh.:r.h u1.1r
i.c off,·.1cJ l11 ::.tu lwi~ sint:ul:irly or in varioc..s comhinatiOIU, depc:ndiog up~in tbr: degree (1f n~J. ln dc:en;1i:1ing the C."Ctcllt of a .;tu•
dent's mt·,!, th, t:r.i\,:r,it) muse consider the fu::mci~ support which may be c.xp,::-ct~ fr,,:n the inco::nc, asS<"ll, an I other resources of
the p.,i,.ms .1.1d :I., ~ll!dcnt . .-\:d awardt-d by the Uni·,eri.iry is considcr.:d sllpplemcnt:iry to th~ c'~on:.s of the ~tu knt's family in :iui,r:1:g dic:r d1ii,!r·1

i.

ith ::Jllc:fe c.xpcn£C:1..

11.is .ipplication is required for eirl.cr a put-time job, a loan, scholarship or ot},cr types of fin;in,ial aJd, whether l!nd-::r provi.sions
of a federal pH•gra.111 or a program operated solely by the University• Complete the applic:ition c.·udully, p:-oviding ;ij\ the inf,;m1,Hion
requested. Jnct,;r,plctc applkatioru c:1.111101 L-e procc'-$Cd. Si.nee the cntirc ' :tpp!ication i, confidr.nti;d, infon n:nioi. furnished will be u:.::d
10 c!ct.crminc cl:gibility for frnanci:J a.uisuncr. from the University.

ro BE El.JGIBLE FOl{ FINANCL\.L ASSISTA,."-;CE AT ·nm UNIVERSfIT, A STIJDF.NT MUST BE F.NROLLED OR
/.CC'El'TEJ) l ()ll ENROLL.M..ENT AT TI·m UNIVERSITY.
Fim: N~

l. Stud<'.'nt'1 !..:; , N:1.mc
Mi~i

M,i,{cn Name

Middl.~ Name

(i.£ :iprlicable)
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